"An Alternative Perspective on Global Imbalances and International Reserve Currencies" by Jan Kregel






AN ALTERNATIVE PERSPECTIVE ON  





  4   An Alternative Perspective on Global Imbalances and International Reserve Currencies
	 	 Jan	Kregel








































































































These	 discussions	 ignore	 two	 basic	 facts	 noted	 by	 John	
Maynard	Keynes	and	Robert	Triffin	in	their	criticism	of	the	
functioning	 of	 the	 international	 monetary	 system.	 Their	
criticism	suggests	that	the	basic	problem	is	not	the	particular	
national	liability	that	serves	as	the	international	currency	but	



































































was	 not	 his	 proposal	 to	 replace	 gold	 with	 the	 “imaginary	















































































































































government	 budget.	 Instead	 of	 supporting	 payment	 adjust-
ments	by	making	foreign	imports	more	expensive,	the	flexible	
exchange	rate	under	free	capital	flows	does	the	opposite.	There	













would	 have	 called	 this	 a	“Ponzi”	 scheme6—which	 is	 what	 it	
was.	George	Soros	(1994,	chapter	3)	called	the	operation	of	this	






the	 cumulative	 process	 and	 accumulating	 imbalances	 would	
continue	to	reinforce	each	other—and	that	investors	could	exit	
















































by	 economists	 as	 diverse	 as	 Friedrich	 Hayek,	 John	 Maynard	
Keynes	(1938),	Frank	Graham,	Milton	Friedman,	and	Nicholas	























strategy	supporting	 domestic	 industrialization	 by	 promoting	
net	exports	based	on	a	competitive	exchange	rate.	As	noted	





























































developed	 countries	 such	 as	 Germany	 and	 Japan	 have	 been	











3.	 However,	 if	 countries	 found	 IMF	 conditionality	 objec-





March	and	June	1959	issues	of	the	Banca Nazionale del 
Lavoro Quarterly Review.
5.	 See	Cassell	(1921),	which	is	a	collection	of	two	memoranda	
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